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“64 months after war started 
| It’s a far longer and more expensive war than the last one—but this time 
the cost of living hasn’t been allowed to get out of hand. If you’re ever 


tempted to grumble at a controls, look at these charts— 
and DON’T. They’re one reason to bless ceiling prices . . . and to check 
’em whenever you shop. (They’re posted for your protection!) 


The Millionbucks get no more points than the poorest folks in town. 


Necessities are rationed to see that each gots his share. And rationing 
also keeps prices down: without it the fellow with the biggest wad of 
dough would have a terrific edge. Share and play square. . . pay points 
for everything you buy. (And shun black markets like the enemy they are!) 


—and the money you DON’T SPEND 
helps hold living costs down 


The plain bread-and-butter fact is this: there’s about $1.50 in 
people’s pockets for every dollar’s worth of goods in the stores. 

Splurge—buy anything you don’t actually need—and you put 
the heat on everything to rise all along the line. 


Save—deny yourself something you want but can get along 
without—and you help yourself a little today and a lot tomorrow. 


Squeeze that budget. Squeeze a little more into your savings 
account. Squeeze a little more money into insurance. Squeeze 
yourself into buying another War Bond today...and every HE 
month from now on. u 


Wise enough to harness your money for your own safety? 


ONLY YOU CAN DOITT. 


A United States War message prepared by the War Advertising Council; approved by the Office of War Information; 
and ibated by this ine in cooperation with the Magazine Publishers of Ameri 
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GUARANTEE OF RELIABILITY! 


Your purchase of an office machine at the ADDRESSING MACHINE & 
EQUIPMENT COMPANY is backed by more than 25 years experience .. . 
guaranteed and serviced FREE for one year. @ You will find in our show- 
room, a select group of nationally known office machines . . . rebuilt and 
reconditioned by factory-trained mechanics, to look and operate like new. 
A Systems and Methods Representative will be glad to work with you in 
recommending the proper machine for your clients. 


PRECISION REBUILT 
OFFICE MACHINES 


ADDRESSING MACHINE 


& EQUIPMENT CO. 


326 BROADWAY * NEW YORK 7, N. Y. * WORTH 2-5337 
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We Specialize in arranging— 


for Liberty UNUSUAL LOANS 


FOR YOUR CLIENTS 
ae fer Peace 1. Loans of 100% against Wareh 


2. Loans of 100% of the Market Value of 
listed securities. 
3. Loans of two or more times the Cash 


BUY . Values of policies. 
4. Loans on Estates, Trust Funds and 


Inheritances. 


UNITED STATES 5. Liberal Loans against Machinery, 


Equipments, Trucks, Tractors, 
Trailers, Passenger Cars. 


. 
WA Kk 6. Loans to help buy a new business or 
expand existing facilities. 
7. Trust agreements maintained in the 
BONDS refinancing of life insurance loans at 
lowest interest rates. 
8. Long Term Repayment—Low Interest 


AND Rates 
STAMPS COLLAT CORPORATION 


15 EAST 40TH STREET 
4 NEW YORK 16, N. Y. 


LExington 2-0450 


Subscription 


New York CERTIFIED PUBLIC 
ACCOUNTANT 


MONTHLY BULLETIN 
Three Dollars Annually 


- Office of the 
NEW YORK STATE SOCIETY 
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15 EAST 41st STREET, NEW YORK 17,N. Y. 
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TO CONQUER CANCER 


YOUR GIFT MAY SAVE YOU—OR THE LIFE OF SOMEONE DEAR 
SEND YOUR CHECK NOW, AS GENEROUS AS YOU CAN MAKE IT. 


If you live in the Metropolitan area of 
New York, send your check to: 


AMERICAN CANCER SOCIETY 


350 Fifth Avenue 
NewYork 1,N.Y. 


The Little Red Door id in the Fight 
prises to 
NEW YORK CITY CANCER COMMITTEE | ASainse Cancer. 
130 East 66th Street | yeame 
New York 21,N. Y. 
City. State 
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8700s 
25860 
1258 
HIS black-and-white record is positive proof to in- +a aa 6a 
telligence officers that the bomb range was figured 857300 << 
accurately, that the air raid was profitable. 1029005 
65730 
Positive proof of figuring accuracy in your business also 8. 
has profit value. You must vow the figures are right.. ci 246. 


and only the Printing Calculator gives you a record of all coloulations. 


Check the Printing Calculator’s tape as it figures increase and decrease. At the top it 
compares monthly sales, finds a $2387 increase, divides it by the prior month’s sales— 
$11,258, and reports a 21% increase. The lower problem computes monthly profits and 
reports a 12% decrease. See...a printed record proves all factors, assures complete accuracy. 


The all-purpose Printing Calculator is the ONLY machine that prints as it multiplies, 
divides, adds and subtracts. There’s no copying from dials nor proving the answer... 
you know you're right the first time. This saves minutes, nips errors. 


No specialized training is needed with the keyboard of only 10 numeral keys. The 
simplified operation induces a natural touch system, and even your inexperienced clerks 
figure easily and accurately from the very beginning. 


The Printing Calculator daily benefits business by rais- 
ing speed and accuracy levels in statistics, billing, payrolls 
and all other figure work. Let it benefit YOU. Ask your 
nearest Remington Rand office for a demonstration today, 
or write to us at Buffalo 5, N.Y., for the free booklet TOPS. 


The Printing Calculator is available on WPB approval, to 
help conserve manpower, expedite warwork, maintain nec- 
essary civilian economy. Talk it over with our representative. 


BUY AND KEEP WAR BONDS 
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Contingent Liabilities 


and Commitments 
By WARREN W. Nisstey, C.P.A. 


ECHNICALLY, the indepen- 

dent auditor makes an exami- 
nation of financial statements pre- 
pared by his client and reports on 
such examination. We all know, 
however, that the client’s initial 
statements are frequently changed 
as a result of the auditor’s exami- 
nation in order that the auditor’s 
report will not be as critical as it 
would otherwise need to be. This 
is particularly true with respect to 
commitments since financial state- 
ments for general distribution pre- 
pared by a client rarely make any 
mention of outstanding contractual 
obligations. This does not mean 
that clients in general are to be 
blamed for this situation. Our ac- 
counting principles or conventions 
do not ordinarily require any ac- 
counting entry with respect to a 
contract to perform a transaction, 


WarREN W. Nisstey, C.P.A., 
author of Contingent Liabilities 
and Commitments has been a 
member of the Society since 1923, 
and since that time has been ac- 
tive both as a member and chair- 
man on many committees. He 
also served as a Director from 
1928 to 1930 and again from 1939 


to 1942. 


regardless of the fact that the con- 
tract may be legally enforceable 
without difficulty, until such time 
as the relative transaction actually 
occurs. In fact, a reasonably good 
general definition at the present 
time for a “commitment” would be 
“a transaction agreed to be entered 
into in the future which need not 
be reflected in the accounts nor in 
the body of the financial statements 
as long as they represent forward 
arrangements in the ordinary course 
of business.” 


The only reference to commit- 
ments in the booklet entitled “Ex- 
aminations of Financial Statements 
by Independent Public Account- 
ants,” prepared by the American 
Institute of Accountants in 1936, is 
the following reference to unfilled 
contracts under contingent liabili- 
ties: 


“Where the nature of the busi- 
ness requires large purchase or- 
ders for future delivery, ask for 
copies of such purchase orders. 
If the contract prices are higher 
than market prices and the pur- 
chase contracts are not protected 
by firm sales orders, it may be 
necessary to set up a reserve for 
possible loss.” 


Presented at the March 19, 1945, meeting of the Society. 
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Outstanding non-cancellable com- 
mitments, either to buy or to 
sell, may have a very important 
bearing on the real financial condi- 
tion of an enterprise. It is import- 
ant that an independent auditor 
should investigate the commitment 
situation much more extensively 
than the minimum requirement in- 
dicated by the foregoing quotation. 

Commitments may be divided 
into three broad types as follows: 
(1) those relating to the purchase 
of raw materials for use in manu- 
facture or of products for resale in 
the same form as purchased and 
those relating to the sale of finished 
products, (2) those covering the 
use of services and facilities, and 
(3) those relating to the acquisition 
of fixed assets or investments which 
will result in a diminution of work- 
ing capital. I will discuss each 
type briefly. 

1. In some kinds of business, the 
sales price of the finished product 
varies closely and promptly with 
fluctuations in the price of raw ma- 
terials. In such a business, it is 
frequently customary to maintain 
an approximately balanced position 
between the quantities of raw ma- 
terials in the inventory plus the 
quantities covered by firm purchase 
commitments and the quantities of 
materials required for firm sales 
commitments. This is done to re- 
duce the risk. A flour mill is a good 
example of business which opérates 
on this basis. In a business having 
a close relationship between cost of 
raw material and selling price of fin- 
ished product in which it is not 
customary to make forward sales 
commitments, the quantities on 
hand and on commitment will ordi- 
narily be closely related to the quan- 
tities required to cover the esti- 
mated sales for a relatively short 
period of time in the future. 

A well managed business will or- 
dinarily maintain current records 
showing the status of materials 
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available versus material required. 
If such records are available, the 
auditor should test check them to 
see that they are reliable and should 
then determine whether the relation 
between the quantities available and 
the quantities required at the audit 
date is consistent with the relation- 
ship usually followed by the com- 
pany in the past. If such records 
are not maintained, the auditor 
should develop the necessary infor- 
mation on this point himself. 

In addition to ascertaining that 
the usual relationship exists, the 
auditor should form an opinion as 
to whether the relationship is sound. 
This involves a study of the finan- 
cial stability and reliability of the 
vendors as well as those of the ven- 
dees. Obviously, a covering com- 
mitment is not a safeguard unless 
there is a probability that it can be 
enforced. The auditor must also 
satisfy himself that the policy of the 
client as to its net merchandise posi- 
tion is prudent. 

Sometimes a company which ordi- 
narily covers its commitments will 
undertake a substantially long or 
short position temporarily with the 
hope that it will be able to cover 
it later on and make a speculative 
profit in addition to its usual profit 
margin. It must be recognized that 
such speculative profits are often 
realized in large amounts. But it 
also must not be forgotten that the 
procedure is risky. 

If the auditor finds such a specu- 
lative position which shows a loss 
at the balance sheet date, he is, of 
course, required to see that provi- 
sion is made for the indicated loss. 
When there is no loss on the basis 
of market prices at the balance sheet 
date but there is a large speculative 
position, particularly when it is un- 
usual for the company to enter into 
such a position, the auditor’s prob- 
lem is more difficult. While dis- 
closure would ordinarily be made in 
a detailed report, it would not be 
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the usual practice to make any ref- 
erence to the open position in finan- 
cial statements for general distribu- 
tion, although a footnote giving the 
extent of the speculative position 
would obviously be desirable be- 
cause of the possibility of future 
loss in covering the open position 
if market prices take an adverse 
trend. 


Under wartime conditions, there 
is undoubtedly a tendency in many 
cases to assume that it is safe to rely 
on ceiling prices for protection 
rather than to make actual commit- 
ments. Inasmuch as the future 
course of ceiling prices, and even the 
continuation of such price control, 
is at least as much a political matter 
as one related to economics, reliance 
on ceiling prices as a safeguard has 
its hazards. An independent audi- 
tor should not assume that he has 
no responsibility for disclosure on 
the theory that an open commitment 
is safe because ceiling prices will 
protect the other end. 


2. Examples of commitments for 
services or for the use of facilities 
are long term contracts for rentals, 
salaries, pensions, payment of mini- 
mum royalties, etc. 


In a period of falling real estate 
values, long term rental contracts 
have frequegtly caused the bank- 
ruptcy of a business. In this case 
also, under current practice, it is 
not customary to make reference to 
such contracts in financial state- 
ments except in statements filed 
with the Securities and Exchange 
Commission when overall informa- 
tion as to rental commitments is re- 
quired. The auditor should care- 
fully examine the rental situation 
and disclosure should be made, as 
a minimum, of material rental com- 
mitments for property that is no 
longer in use or for property sub- 
let at a loss. In some cases, dis- 
closure of rentals for properties 
used in the business which are far 
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in excess of current replacement 
cost may also be necessary. 

Long term salary contracts have 
not been a very important factor in 
the past, being limited, in most 
cases, to the principal officers of 
the corporation. Such contracts 
should ordinarily not result in any 
loss to a going concern, but should 
be investigated by the auditor. 


There has been a large increase 
recently in the use of employee pen- 
sion plans. Under many of these 
plans, the company agrees to pro- 
vide the entire cost of annuities or 
pensions based on service prior to 
the adoption of the plan, and in 
some cases, also bears the full cost 
of annuities based on future service. 
Ordinarily the plan contains a pro- 
vision for discontinuance of pay- 
ments by the company whenever it 
wishes to do so. If the plan in- 
volves an irrevocable commitment, 
the total amount of the actuarial lia- 
iblity under the Plan for past serv- 
ice benefits should be set up as a 
liability on the balance sheet, or, if 
this is not done, should be disclosed 
in a footnote to the financial state- 
ments. Inasmuch as such plans 
presumably will be continued, even 
though they can legally be discon- 
tinued, disclosure, in a footnote, on 
an actuarial basis, of the liability if 
the plan is continued, is very de- 
sirable. 


3. Commitments are frequently 
made well in advance for the acqui- 
sttion of permanent investments, 
fixed assets and other below-the-line 
assets. Full disclosure of the effect 
of such commitments, if they will 
have an important effect on the net 
current position, should be given 
either by transferring cash below 
the line or by footnote. 


In conclusion, I believe it would 
be a forward step in accounting 
practice if we decided that commit- 
ments should be recorded in the 
books and financial statements when 
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made even though this might in- 
volve a correction of the original 
recording in almost every case. 
While this may sound like a radi- 
cal proposal at this time, I would 
be surprised if the future trend were 
not in this direction. Inventory on 
commitment has every potential 
danger and every potential value 
that inventory on hand has. Even 
attractive looking commitments 
such as an agreement to sell a large 
quantity of finished product over a 
long period of time at a fixed price 
may not work out as well as ex- 
pected if the raw materials are not 
in hand, and if adverse labor con- 
ditions develop. And we have all 
seen cases where large stores of 
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goods have been contracted for with 
the expectation that prices would 
advance whereas the reverse oc- 
curred. 

There is every indication now 
that prices in general will have to 
be higher in the future: But the 
course of prices and particularly for 
a particular commodity depends on 
politics, economics, conditions of 
peace, tariffs, gold content of the 
dollar, government spending versus 
a balanced budget, and many other 
factors. It is a brave man, and I 
think a foolish one, who stakes his 
all at the present time on guessing 
right about future prices of a par- 
ticular commodity by over-extend- 
ing on commitments. 
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Procedures in Auditing Accounts 


Payable and Contingent Liabilities 
By STEPHEN CHAN, C.P.A. 


primary purpose of this talk 
is to present thoughts in con- 
nection with the audit of accounts 
payable and contingent liabilities 
and to encourage further discussion 
thereof. 

It should be understood that the 
type of audit to be performed de- 
pends upon: 


(a) The existence of and effective- 
ness of the internal control. 

(b) The scope of the engagement 
requested by the client. 

(c) The purpose of the report 

you are to issue. 


The procedures I will discuss 
are predicated upon an audit com- 
paratively detailed in nature made 
for the purpose of issuing financial 
statements which the client may use 
for creditors, stockholders or other 
purposes. 


Accounts Payable 
One of the main functions of the 
auditor in connection with accounts 


STEPHEN Cuan, C.P.A., author 
of Procedures in Auditing Ac- 
counts Payable and Contingent 
Liabilities has been a member of 
the Society since 1938 and also 
holds membership in the National 
Association of Cost Accountants. 
He is presently serving as Vice- 
chairman of the Committee on 
Administration of Accounting 
Engagements. Mr. Chan _ has 
written a number of articles which 
have appeared in the Journal of 
Accountancy, the Canadian Char- 
tered Accountant, and the New 
York Certified Public Accountant. 


payable is, of course, to ascertain 
that all liabilities are recorded. 


I am a firm believer in the direct 
verification of accounts payable by 
correspondence, in connection with 
year-end or certified financial state- 
-ments. It should be established 
procedure when making such veri- 
fication to correspond with all cred- 
itors with whom the client has done 
business during the past six months 
even though there may be no bal- 
ance -in the account at the balance 
sheet date. The simplest method of 
accomplishing this verification is to 
mimeograph or to print a form let- 
ter on the client’s letterhead which 
can then be addressed by the client’s 
office. The letter requests a de- 
tailed statement of the amount due 
as well as information as to com- 
mitments, consignments and col- 
lateral. The auditor inserts this 
letter into a window envelope en- 
closing a return envelope addressed 
directly to the auditing firm, and, 
as these letters are inserted, he 
checks the name against the ac- 
counts payable ledger in order to 
ascertain that each account receives 
an inquiry. 

This mailing should be done 
either before or at the very begin- 
ning of the audit in order that suf- 
ficient time may be allowed for re- 
plies to be received and tabulated. 
The auditor will have a detailed 
schedule of accounts payable 
against which each reply should be 
checked. Differences should be rec- 
onciled, and unrecorded liabilities 
accrued. Toward the end of the 
examination the number of replies 
should be compared with the origi- 


Presented at the March 19, 1945, meeting of the Society. 
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nal list and the larger active ac- 
counts which have not replied 
should receive second requests 
either by mail, or, in the case of 
local creditors, by telephone. In the 
ordinary audit, responses from at 
least 70% of the creditors will thus 
be obtained. 

In cases where direct verification 
with creditors is not included in 
the engagement, the balances re- 
flected on the accounts payable 
schedule submitted by the book- 
keeper should be compared with 
creditors’ statements available at 
the office of the client. The client’s 
staff should be instructed to retain 
all statements for the auditor’s re- 
view. 

It is, of course, understood that 
in either case the auditor foot the 
schedule of accounts payable sub- 
mitted by the bookkeeper, compare 
the total with the controlling ac- 
count balance, and test-check indi- 
vidual balances directly to the ac- 
counts payable ledger. 

The subsequent month’s purchase 
journal, receiving records and cash 
payments, as well as the client’s un- 
paid bill file, should be scrutinized 
and any items applicable to the 
period under review should be prop- 
erly journalized. 


Contingent Liabilities 


I have also been requested to 
touch the topic of contingent liabili- 
ties. This matter is worthy of 
lengthy discussion. However, I am 
attempting only to outline the high 
spots. 

I submit several effective methods 
of obtaining information relative to 
contingent liabilities in connection 
with the ordinary audit: 


(1) A letter should be written to 
each attorney to whom a fee 
was paid during the year un- 
der review or who appears 
on record as counsel for the 
company. This letter should 
request that the attorney 
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notify the auditor of any 
claims, judgments, suits or 
actions pending by or against 
the client and should also re- 
quest advice as to any unpaid 
fees or disbursements due the 
attorney and details as to any 
receivables he is holding for 
collection. 

(2) The minute books, even in 
the case of smaller corpora- 
tions, should be examined 
and excerpted. 

(3) Contracts, leases, agreements 
and applicable correspon- 
dence should be reviewed by 
the auditor during the course 
of his examination. 

(4) The client should be asked 
to sign a liability certificate 
which should request a spe- 
cific description of any con- 
tractual obligations, claims, 
commitments or contingen- 
cies. 


May I present the thought at this 
time that a general footnote or dis- 
claimer is no substitute for an ac- 
crual or reserve. A liability which 
can be translated into monetary 
amount and which is reasonably 
certain, even though it may not be 
finally due or determined, should 
be provided for by means of a bal- 
ance sheet reserve or accrual rather 
than omitted and indicated by foot- 
note. 


Renegotiation, Termination and 

Taxes: 

The most important contingencies 
today, arise in connection with the 
renegotiation and termination of 
war contracts and Federal income 
and excess profits taxes. Much has 
been written on these topics during 
the past few years and I refer you 
to the statements by the Research 
Department of the American Insti- 
tute of Accountants and to the 
Statements on Auditing Procedure 
issued under the auspices of the 
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Institute. There was also an inter- 
esting article entitled, “Reappraisal 
of War Time Reserve Provisions” 
by E. B. Wilcox in the March 1, 
1945 Bulletin of the National Asso- 
ciation of Cost Accountants. 


Consideration should be given in 
cases where the client has converted 
a good portion of its facilities to war 
production, to the possible loss and 
expense necessary to rebuild its fa- 
cilities back to peace-time produc- 
tion. In accordance with the prin- 
ciple that losses and expenses in 
connection with business transac- 
tions should preferably be charged 
against the income arising out of 
those transactions, it is proper to 
create a reserve for reconversion 
costs, and the auditor should make 
inquiry as to the sum required to 
restore the plant to its pre-war sta- 
tus. 


In connection with the accounts 
of concerns engaged in war produc- 
tion or service to the Government 
or its agencies, there is the factor 
of renegotiation. Since some of 
your clients have been engaged in 
this type of activity for a period of 
several years, renegotiation pro- 
ceedings have probably been con- 
cluded to 1943. Based upon results 
of the renegotiation proceedings 
affecting prior years, provision 
should be made out of the current 
year’s operations for refunds to be 
claimed by the Government. Where 
the client has already made volun- 
tary refunds or price reductions dur- 
ing the course of the year, this fact 
is usually of interest and may be 
disclosed in a footnote to the profit 
and loss statement indicating the 
company’s procedure in respect to 
renegotiation reserves. If the re- 
negotiation proceedings were not 
handled by the auditor’s firm, he 
should, of course, review the various 
exhibits, reports and correspond- 
ence in order to determine the basis 
to be used for purposes of the cur- 
rent accruals. 
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Most of the foregoing reasoning 
applies also to Federal income 
and excess profits taxes. Where the 
client is filing its return on a basis 
which does not seem to be entirely 
in accord with the determinations 
made upon review of prior years’ 
income tax returns by the Treasury 
Department or which seems to be 
in disagreement with existing regu- 
lations, a reserve should be created 
for the additional Federal income 
tax which may be payable upon ex- 
amination of the returns in ques- 
tion. If the amounts involved are 
material and certain of the items 
may be the subject of dispute with 
the Revenue Agent, a_ reserve 
should be provided. In any case, it 
is good policy to footnote the bal- 
ance sheet, indicating which year’s 
return has last been accepted and 
stating that returns of subsequent 
years are subject to final determina- 
tion of the tax liability. 

The auditor should make inquiry 
as to the effect of sudden termina- 
tion of the clients’ war contracts in 
order to ascertain whether there is 
danger of losses to the client in con- 
nection with said termination. 
War Time Regulations: 

One of the major contingencies 
in the case of smaller and average 
sized clients is the possible effect 
of war-time price ceilings, inven- 
tory control, wage stabilization, ra- 
tioning, priorities and similar regu- 
lations. However, there does not 
seem to be any general agreement 
upon the course to be followed by 
the auditor in connection with these 
war-time laws. 

In certain industries the manu- 
facturer is required to adhere to 
specific priorities and ceiling prices; 
in many retail industries inventory 
control limits the amount of goods 
which may be acquired. Employers 
of nine or more persons are subject 
to the provisions of the Salary and 
Wage Stabilization Law. Food in- 
dustries are subject to numerous 
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rationing and price control regula- 
tions. 

While the auditor cannot be ex- 
pected to uncover the skillful eva- 
sion by the client of the foregoing 
regulations and while the auditor is 
not expected to be a detective or to 
so enlarge the scope of his examina- 
tion as to insure the uncovering of 
all possible violations, it behooves 
him to make specific inquiry into the 
business methods of his clients. He 
should, for instance, compare the 
payroll of the preceding year with 
that of the current year and obtain 
explanations of, or inspect Treasury 
Department or War Labor Board 
approvals for, salary increases. 

The auditor should also specifi- 
cally mention to his client, the vari- 
ous regulations to which he is sub- 
ject and suggest that the client, 
through his trade association or 
other sources, obtain specific details 
as to what is expected of him in 
connection with the regulations. 

I believe it is important to add to 
the liability certificate obtained from 
each client in connection with certi- 
fied or year-end statements, a’ para- 
graph indicating that in the client’s 
opinion he has abided by the provi- 
sions of salary stabilization and other 
regulations affecting his business. 


Guarantees and Warranties: 


Sales contracts should be examined 
and investigation should be made 
during the course of the audit’as to 
whether the client’s products are 
sold subject to a guarantee or serv- 
ice warranty. If that is the case, 
there should be a sufficient reserve, 
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usually created based on a percent- 
age of sales, to cover subsequent re- 
pair, replacement or other costs in 
this connection. 


Insurance: 


It should be the auditor’s function 
to inspect the clients’ insurance poli- 
cies and confirm the coverage with 
the insurance broker, at least once 
a year in order to satisfy himself 
that reasonable coverage is main- 
tained for fire, public or product lia- 
bility and the other usual business 
hazards. This does not mean that 
the auditor should hold himself out 
as an insurance consultant, but means 
that where the coverage appears to 
be inadequate, discussion should be 
suggested with the client’s insur- 
ance broker in order to ascertain the 
proper coverage. 

In other words, where a client’s 
inventory and fixed assets aggregate 
$1,000,000 and the fire insurance cov- 
erage is only $100,000, there is a 
definite contingency in case of fire 
loss. 

In conclusion, may I state that it 
was not my intention to present a 
detailed audit program or to cover 
all of the auditing procedures which 
may be applicable in connection with 
liabilities. It should also be recog- 
nized that an audit made for a na- 
tionwide industrial corporation calls 
for a different approach than an 
audit performed for a small com- 
pany. These differences cannot be 
detailed in this brief talk. How- 
ever, I will be pleased to answer 
questions in connection with any 
phase of my assigned topic. 
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Examination of Fixed Liabilities 
By C. Smiru, C.P.A. 


FIXED liabilities have been de- 

fined as items of long-term in- 
debtedness with a maturity date 
more than one year after the balance 
sheet date. To many persons such 
liabilities are considered mainly to 
be bonds and similar items with a 
long-term maturity. However, to 
the accountant capital stock is also 
considered a liability; in fact, the 
Committee on Terminology of the 
American Institute of Accountants 
refers to capital stock as a balance 
sheet liability. Due to the limited 
time, my discussion tonight will deal 
mainly with the audit of bonds, and 
will only refer generally to the ex- 
amination of capital stock. I was 
interested to note, in reviewing some 
books on auditing practice, that the 
verification of fixed liabilities, particu- 
larly bonds, varies little, if any, as 
between a balance sheet audit and a 
detailed audit. Also, the changes in 
procedures during the past thirty 
years have been mainly occasioned 
by changes in the characteristics of 
the liabilities and the requirements 
of regulatory authorities. 

The discussion which follows 
deals primarily with the audit of 
fixed liabilities where new obligations 


ALDEN C. Smirtu, C.P.A., author 
of Examination of Fixed Liabili- 
ties graduated from Simpson Col- 
lege with the degree of B.A., and 
later received the degree of 
M.B.A from Harvard School of 
Business Administration. He has 
been a member of the Society 
since 1940 and is also a member 
of the American Institute of Ac- 
countants. Mr. Smith is a certi- 
fied public accountant of Illinois, 
Michigan, and Pennsylvania. 


are issued or old ones are refunded. 
Throughout the discussion there 
will be reference to procedures which 
can well be followed where new 
issues of bonds or stocks have not 
been floated during the period cov- 
ered by the examination. Probably 
one of the first steps is to ascertain 
that the cash or property received 
for the bonds issued has _ been 
properly recorded or, as in the case 
of a refunding, that the liability 
under the old bond has been satisfied. 
The recording of the satisfaction of 
the mortgage is generally done by 
company counsel simultaneously 
with the recording of the new bonds 
and the original recording is then 
filed with the trustee. Where an 
issue has been registered with the 
S.E.C., listed on a National Security 
Exchange, or approved by a regula- 
tory body, the auditor may assume 
that proper legal steps in connection 
with the recording have or will be 
taken. 


In connection with the issuance of 
bonds, the auditors should review 
the provisions of the certificate of 
incorporation or by-laws to see 
whether they permit the issue and 
should ascertain that it has been 
properly approved by stock- 
holders, if that is required, or by the 
Board of Directors. In some states 
an approval of two-thirds of the 
stockholders is required before a 
prior lien stock or a liability of a 
fixed nature can be floated. Often- 
times we may be prone to assume 
that the certificate of incorporation 
or by-laws permit the issue of bonds 
or we may consider that such 
matters are within the province of 
the lawyer and not the accountant. 
In the case of a refunding where the 
new bonds are similar to the old 
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ones, the accountant should not have 
to review the old records. However, 
in the case of new bonds or refunded 
bonds with new or unusual provi- 
sions, it would seem advisable to 
make this an occasion to review the 
certificate of incorporation and by- 
laws. It is probably a good thing to 
do this periodically in any case, as 
certain provisions of such documents 
may take on a greater importance in 
the light of present-day require- 
ments. It is sometimes difficult to 
contemplate beforehand what may 
be found by a review of these old 
files. That is one of the intriguing 
parts of auditing, in that oftentimes 
the important discoveries are those 
which are not contemplated. 

If the bonds are to be listed on a 
National Securities Exchange, the 
corporation must comply with the 
listing requirements. The auditor 
might well review these require- 
ments to see if they will supply him 
with data pertinent to his examina- 
tion. The New York Stock Exchange 
requires, among other things, a copy 
of Corporate Resolutions, a certifi- 
cate from the Trustee showing cer- 
tain data, and an opinion of counsel 
on certain legal matters. 

In the case of bond issues, the 
Deed of Trust, or Trust Indenture, 
is usually held by a trust company. 
which acts as the representative of 
all the bond holders and of the issu- 
ing company. The auditor will want 
to understand the provisions of the 
trust indenture, and on a first audit 
the indenture should be carefully 
studied and the provisions of the 
document fully noted in the working 
papers, which should be permanently 
preserved for future reference. If 
it is possible, a copy of the indenture 
should be incorprotaed in the work- 
ing papers. The important provi- 
sions usually found in trust inden- 
tures rate to: 

(1) The amount of the bond is- 

sue authorized and _ the 
amount to be issued. 
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(2) The date of issue and matur- 
ity date, including provision 
for serial payments. 

(3) Interest dates and the rate of 
interest. 

(4) Purpose of the issue and pro- 
visions surrounding with- 
drawals and use of the pro- 
ceeds. 

(5) Redemption or conversion 
privileges and prices. 

(6) Sinking fund requirements 
and the use of amounts paid 
into the sinking fund. 

(7) Restrictive provisions which 
may affect the accounts, such 
as 
(a) Surplus available for di- 

vidends. 

(b) Maintenance of current 
assets ratios. 

(c) Depreciation provisions 
and maintenance of the 
property. 

(d) Insurance and tax re- 
quirements. 

(e) Issuance or assumption 
of liabilities. 

(8) Requirements for furnishing 
financial statements to the 
trustee. 

(9) Properties or securities pledged 
as collateral and provisions 
regarding the pledging of fu- 
ture acquisitions. 

(10) Use of proceeds from sale 
of mortgaged property or 
pledged securities. 

(11) Repayments to conipany of 
amounts deposited with trus- 
tee for payments of principal 
and interest. 

(12) The rfame of the trustee, his 
duties, liability and responsi- 
bility. 


'The importance of the provisions 
in the trust indenture are evident 
from the recital of the matters 
which may be found therein. In this 
connection, it is generally desirable 
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that the accountant assist in the 
preparation of parts of the indenture 
which deal with requirements for 
furnishing financial statements to 
the trustee. He should not wait to 
be asked for his advice, but should 
insist on reviewing the pertinent 
section of the indenture. The ac- 
countant is interested in the defini- 
tions of accounting terms. He is also 
concerned with the type of state- 
ments which may be required. Of- 
tentimes these requirements are set 
forth by lawyers who do not under- 
stand some of the problems which 
we face, or they may be copied from 
old indentures and, due to changed 
conditions, may not be applicable to 
present conditions. The indenture 
may require statements from the 
accountant which, as a_ practical 
matter, he is unable to furnish. Un- 
less these provisions are satisfac- 
torily worked out before the inden- 
ture is signed, they may cause con- 
siderable difficulty at a later date. 


The auditor should, of course, ob- 
tain a statement from the trustee 
with respect to the amount of secur- 
ities issued, retired, if any, and out- 
standing according to the records of 
the trustee at the date of the bal- 
ance sheet. Such a certificate 
should also include a statement as to 
securities or cash on deposit for the 
payment of interest and matured 
securities not presented. If there 
is a sinking fund, the trustee should 
be requested to state whether there 
is any default in its provision. 

If redeemed bonds are not held as 
an investment, the auditor must see 
that they are cancelled, or if the 
trustee has destroyed them he 
should see the cremation certificate 
or obtain a statement from the trus- 
tee confirming the fact that they 
have been destroyed. If such bonds 
are not cancelled or destroyed, par- 
ticularly if retired in advance of 
maturity, there is always the possi- 
bility of issuing them again and 
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misappropriating the proceeds or 
violating the trust indenture. 

It is my understanding that due 
to requirements of the Trust Inden- 
ture Act of 1939 all bond issues ex- 
cept a few specifically exempt must 
have an independent Trustee. Due 
to this I shall not attempt to dis- 
cuss to any extent the auditor’s 
work where there is no trustee. In 
such cases it is usually impossible 
to obtain an independent confirma- 
tion of coupon securities outstand- 
ing, but it is possible to do so with 
respect to registered securities by 
obtaining confirmations from regis- 
tered bond holders and agreeing 
them with the company’s records. 
It is generally considered unneces- 
sary to obtain such confirmations 
unless the obligations have matured 
or unless there is some doubt that 
the full amount of the liability has 
been recorded. There is usually no 
reason to question the amount of 
the liability if the full amount of 
the securities authorized or the 
amount authorized to be issued at 
the time is shown as outstanding. 
However, there may be instances 
where the auditor should review the 
internal procedures to see that 
bonds once authenticated and reac- 
quired cannot be used to fraudu- 
lently obtain funds. 

Reference has been made to re- 
strictive provisions which may af- 
fect the accounts. Accounting Ser- 
ies Release No. 35 of the Securities 
and Exchange Commission deals 
with the necessity of disclosure ‘in 
financial statements filed with the 
Commission of provisions and con- 
ditions which materially limit the 
availability of surplus for dividend 
purposes. The following are in- 
cluded in the Release in the list of 
characteristic situations: 


(1) The provisions of a trust 
indenture or loan agreement 
permit dividends on common 
or preferred stock to be paid 
only from earnings accumu- 


171 


f 
- 
h e 
| 
s 
g 
d 
1 
e 
of 
al 
1S 
i 
1S 
nt 
ril = 
“ 
7 


The New York Certified Public Accountant 


lated subsequent to a _ spe- 
cified date or if surplus ex- 
ceeds a certain amount. 

(2) The provisions of a trust in- 
denture or loan agreement 
prohibit the payment of divi- 
dends when such payment 
would reduce the margin of 
current assets over current 
liabilities below a_ stated 
minimum. 

(3) A loan agreement provides 
that dividends may only be 
paid after securing the con- 
sent of the lender. 


In referring to these characteristic 
situations, the statement is made: 
“In my opinion, generally ac- 
cepted and sound accounting 
practice requires the disclosure 
of these and similar restrictions 
on surplus. Otherwise, an er- 
roneous impression is likely to be 
given the reader of the financial 
statements. Since Rule 3-06 of 
Regulation S-X provides that 
information required 
with respect to any statement 
shall be furnished as a minimum 
requirement to which shall be 
added such further material in- 
formation as is necessary to make 
the required statements, in light 
of the circumstances under which 
they are made, not misleading,’ 
it is clear that in all statements 
filed with the Commission appro- 
priate disclosure of material re- 
strictions on surplus should be 
made.” 


This statement of the chief ac- 
countant of the S.E.C. further em- 
phasizes the need for reviewing 
carefully the provisions of trust in- 
dentures. 

It would be possible to discuss 
other features of the audit of bonds, 
but I want to refer briefly to the 
auditor’s work on capital stock. He 
should familiarize himself with the 
provisions of the certificate of in- 
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corporation and by-laws as_ they 
relate to the issuance of capital 
stock, and where new stock is is- 
sued he should satisfy himself that 
proper legal steps have been taken. 
In examining the certificate of in- 
corporation, he should obtain the 
precise names of various classes of 
stock, the number of shares or each 
class authorized, par vaiue or call- 
able features and the dividend pro- 
visions as well as other matters 
which may be of importance. 

If the company employes a regis- 
trar and a transfer agent or either, 
the auditor should obtain certif- 
cates showing the number of shares 
of each class of stock issued and out- 
standing at the balance sheet date. 
In instances where the company 
does not employ a registrar or 
transfer agent, the accountant 
should examine the stock certificate 
books and prepare a listing by add- 
ing machine tape or otherwise of 
the outstanding shares, which 
should agree with the amount re- 
flected in the capital stock account. 
It is generally the custom for com- 
panies to affix cancelled certificates 
to the stubs in all instances where 
the stock certificates have been can- 
celled and new certificates issued. 
The auditor should assure himself 
that all such cancellations have 
been properly made and there is no 
duplication of outstanding shares. 
A test check should be made of the 
listing of the stock outstanding with 
the cancelled dividend checks, if 
dividends are paid. 


During the past few years there 
have been several defalcations in 
company-operated stock transfer 
departments, and the auditor should 
give careful consideration to the ef- 
fectiveness of the system of internal 
control in force and also to the vol- 
ume of transactions handled. The 
extent of his work will depend 
largely on the company’s proced- 
ures and the examination made by 
the company’s internal auditors. 


April 


Examination of Fixed Liabilities 


The auditor’s work should include, 
among other things 


1. 


A surprise examination of the 
stock transfer department, at 
which time the auditor should 


‘take control and count all se- 


curities and related documents 
in the department, including 
the unissued certificates, 

The items counted in the first 
step may be checked by refer- 
ence to letters obtained from 
the printer with respect to se- 
curity forms supplied, by an ex- 
amination of the sequence of 
window and mail receipt tick- 
ets and registers, by exercising 
control over the delivery of se- 
curities through the window 
and by the examination of cor- 
respondence and other docu- 
mentary evidence on hand in 
the department. 


Depending upon the flow of 
work through the department, 
test checks should be devised 
as a test of the procedures 
within the department; for ex- 
ample, it might be feasible to 
examine all cancelled certifi- 
cates for one day, tracing same 
to the transfer records and 
comparing them as to name, 
certificate number, date can- 


celled, endorsements, number 
of shares and transfer stamps. 
If ledgers are maintained, they 
should be balanced. 
Frequently dividend accounts 
are maintained in stock trans- 
fer departments, and _ tests 
should be made of the trans- 
actions in these accounts par- 
ticularly if there are unclaimed 
dividend accounts. 

As it is possible for employees 
of a stock transfer department 
to fraudulently use certificates 
which are held in the depart- 
ment awaiting the receipt of 
properly authenticated papers 
from administrators, execu- 
tors, etc., the auditor should 
make tests to determine that 
there is no manipulation in this 
respect. This can be done by 
a review of pending cases, mail 
records, etc. There are in- 
stances where such cases are 
held by the transfer depart- 
ment for months, or even 
years, and afford an opportu- 
nity for fraudulent use of cer- 
tificates. 


The audit of fixed liabilities, bonds 
and capital stock, affords the ac- 
countant a real opportunity to use 
his ingenuity. 
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Audit of Mortgages 


By Irvine L. Simon, C.P.A. 


of mortgages, 
both payable and _ receivable, 
what the accountant’s responsibili- 
ties are; and how he should dis- 
charge them may, properly I think, 
begin with some short explanatory 
remarks. I ask for indulgence to 
present definitions which may bore 
you; the necessity for establishing 
terminology imposes this chore. 

The term “mortgage” appears to 
be the common expression of a long 
or short term debt secured by col- 
lateral of real or personal property. 
This type of debt is characterized 
by a predetermined plan of amor- 
tization, usually fixed installment 
payments. Nevertheless, a mort- 
gage is not a debt. A mortgage is 
a pledge of property as security for 
repayment of a debt; oftentimes it 
is a conditional transfer of the prop- 
erty pledged. The debt or liability 
which we as accountants, must 
verify, is expressed by notes or 
bonds. 

The liability related to and aris- 
ing from real estate transactions is 
the oldest form of debt secured by 
mortgage and continues to be the 
liability secured by mortgage most 
frequently found on Balance Sheets 
presented for audit. It seems pro- 
per, therefore, to discuss first the 
procedure of audit of that form of 
liability. 

Transfers of real estate which in- 
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volve mortgages is expressed in 
three legal documents. The deed 
which contains description of the 
property and indicates title or 
ownership is filed and recorded with 
the County Clerk where the prop- 
erty is located. The bond recites the 
amount of debt and the. terms of 
repayment thereof and is not re- 
corded or filed. The mortgage in- 
denture includes the text of the 
deed and the text of the bond. This 
document is filed and _ recorded 
which means that the entire docu- 
ment is copied verbatim in the book 
of mortgages in the office of the 
County Clerk. This record is open 
for public inspection. 

The required audit procedure is 
detailed in eleven steps. Some of 
the items require a few words of 
explanation. 


1. Secure the mortgage inden- 
tures from client and read the 
text to ascertain terms and other 
provisions of performance, if any. 
Some writers advise reading the 
loan indenture in full to assure 
that the holder has complied with 
provisions which may call for cer- 
tain performances on the part of 
the mortgagor and it is the audi- 
tor’s duty to satisfy himself that 
such provisions have been fully 
complied with. 

2. Check each mortgage pay- 
able to the books and note dis- 
crepancies explanations 
thereof, if any. 

3. Verify payments of principal 
and interest to the books and as- 
certain that said payments con- 
form with the terms of the mort- 
gage. 

4. Confirm the balance unpaid 
and terms of each mortgage pay- 
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able by correspondence with the 
mortgagees. 


5. Ascertain whether the mort- 
gages are a direct liability of the 
client or whether the property 
was purchased subject to previ- 
ously existing mortgages. The 
difference is important and, may 
warrant notation thereof on the 
Balance Sheet. 


6. Compute accrued interest 
which has not matured and list 
default or arrearages of interest 
separately, if any. 


7. If mortgages have been paid 
during the period of audit, verify 
the recording of the satisfaction 
thereof; usually by requesting a 
local attorney or title company to 
submit a certificate or transcript 
of the public record. 


8. If new mortgages have been 
issued during the period of audit 
verify that the Board of Directors 
have authorized such action in 
proper form. 


9. Ascertain the nature of each 
transaction which resulted in a 
mortgage payable. The object of 
mortgaging property should be 
determined; whether the funds 
were secured for enlargement of 
business activities or because of 
weak finances. The auditor 
might further ascertain that the 
indebtedness is off-set by value 
received. If the value received 
by other than moneys deposited, 
for example for services rendered, 
full description of the transaction 
should be noted in the work pa- 
pers. If there be any hint of in- 
solvency, verify whether or not 
the mortgage was given to a 
favorite creditor to the damage 
of other creditors. Whereas, the 
auditor cannot prevent such ac- 
tion his report and certificate can 
be worded so that any creditor or 
stockholder will suffer no misap- 
prehension. 
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10. Prepare work sheets tabu- 
lating : 


A. Property address 

B. Property description 

C. Face amount of mortgage 

D. Unpaid balance of mort- 
gage 

E. Interest rate and amount 
with due dates 

F. Terms of principal pay- 
ments and due dates~ 

G. Maturity date 

H. Payment of principal and 
interest during the period 
of audit. , 

11. If real estate be owned 


without mortgage _ indebtedness 
verify by search of the public rec- 
ord through local attorney or title 
company that there is no evi- 
dence of liens or other encum- 
brances on the property to deter- 
mine undisclosed liabilities, if any. 


Liabilities secured by mortgage 
on personal property is most com- 
monly called a chattel mortgage 
which like a real estate bond and 
mortgage is filed and recorded in 
the County Clerk’s record where 
the personal property is located. 
The audit procedure is essentially 
alike. However, the verification of 
undisclosed liabilities by search of 
the public record is not always ad- 
visable. The financial condition of 
the client will guide the auditor’s 
judgment. 

The Balance Sheet treatment of 
the mortgage liability is fairly well 
established. Almost all published 
Balance Sheets list the liability on 
the liability side of the Balance 
Sheet and not as a deduction from 
the Asset. Even in cases where 
the client is not directly liable but 
has purchased equity, i.e., the prop- 
erty subject to previously existing 
mortgages, the same treatment is 
given to the liability. The auditor 
must decide whether the Balance 
Sheet should bear notation in cases 
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of no direct liability. If interest 
payments are in default, which may 
cause the entire obligation to be- 
come due and payable, appropriate 
notation should be made on the 
Balance Sheet. Interest arrears 
should be segregated from unma- 
tured accrued interest and stated 
separately on the Balance Sheet. 
First mortgage liens should be 
listed separately from second mort- 
gage. liens, noting due date of sec- 
ond lien mortgages which usually 
are not readily renewable. 

Audit procedure of mortgages re- 
ceivable is the next subject dis- 
cussed. The inspection of the mort- 
gage document is not conclusive 
evidence of the validity of the asset 
it appears to represent as the debt 
may have been paid. The most con- 
clusive proof of validity is obtain- 
able only by affirmation of the pub- 
lic records preferably by a local 
lawyer or title company. 


Here, again, the auditor should 
read the full text of the indenture 
and verify that payments of interest 
and principal are in accordance with 
the terms thereof. The amount of 
unpaid balance of a mortgage re- 
ceivable can be verified by corre- 
spondence with the debtor or mort- 
gagor. Comparison should be made 
that the terms recited in the mort- 
gage indenture agree with the bond 
or note which is in evidence of debt. 
Examination of the bond and mort- 
gage should ascertain those docu- 
ments to be properly signed, sealed, 
and acknowledged by the mort- 
gagor named therein. If the client 
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is not the mortgagee verify that 
assignments have been properly 
executed and recorded in the public 
record. 


The auditor may not be qualified 
to pass upon the value of the mort- 
gage or the value of the property 
pledged as security. However, suf- 
ficient description of the property 
such as location, type, insurance 
coverage and paid tax receipts is 
helpful. Guarantees of the mort- 
gage by a title or mortgage com- 
pany or other corporations and in- 
dividuals is a factor to be considered 
and notation thereof is advisable on 
the Balance Sheet to indicate addi- 
tional security. The description in 
the work papers and the statement 
on the Balance Sheet should indi- 
cate whether the mortgage be a first 
or second lien. It is pertinent, as 
well, to indicate whether the mort- 
gage be past due. This factor does 
not necessarily adversely affect the 
value of the mortgage. In many 
cases a past due mortgage, properly 
executed, may be regarded as a 
more desirable form of investment. 

peculiar responsibility rests 
with the auditor in the verification 
of mortgages receivable. He must 
ascertain somehow if a loss on a 
mortgage seems to be in prospect 
which, of course, imposes a re- 
sponsibility which the auditor may 
not be able to competently dis- 
charge. Where the fact indicates 
the prospect of a loss the auditor 
should then ascertain whether the 
mortgagee is taking proper steps to 
protect his interest. 
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Round the Clock With the 


Finance Department 


By Maj. Gen. A. H. Carter, GSC 
Fiscal Director, Hq., Army Service Forces 


OTAL war has made the Office 

of the Fiscal Director, Head- 
quarters, Army Service Forces and 
the Finance Department of the U. S. 
Army the world’s busiest comptrol- 
ler, the biggest life insurance insti- 
tution, the most extensive banker 
and cashier and the greatest pay- 
master, to say nothing of the largest 
welfare agency. 

Between paying soldiers, distrib- 
uting benefits to dependents, dis- 
charging bills, and conducting 
banking, investment and insurance 
business in every part of the world, 
there is no hour of the night or day 
in which finance activities connected 
with the war are not being carried 
on somewhere. For every trans- 
action, a record must be made. For 
24 hours in every day, there are Fi- 
nance Department personnel record- 
ing, for the protection of the tax- 
payer, the myriad transactions tak- 
ing place in all the corners of the 
globe. 

The Department keeps books for 
a concern spending $52,000,000,000 
ayear. More than 25,000,000 vouch- 
ers, many of them multiple in char- 
acter, were processed by the Office 
of the Fiscal Director for the year 
ending June 30, 1944, requiring 
nearly twice as many postings and 
the issuance of more than 100,000,- 
000 checks. 


Major GENERAL A. H. Carter, 
G.S.C., author of Round the Clock 
With the Finance Department is 
Fiscal Director, Headquarters, 
Army Service Forces. He is a 
certified public accountant and 
past president of the Society. 


1945 


The Department is the paymaster 
for some 10,000,000 persons—mili- 
tary and civilian. And that’s only 
part of the story. 

More than 7,000,000 checks are 
issued every month for family allow- 
ances and related purposes to 13,- 
000,000 dependents of Army men 
and women. These dependents live 
in 72 different countries. For many 
of those outside the United States 
special arrangements have to be 
made to provide the monetary 
equivalent of their allowance in lo- 
cal currency. This, and other finan- 
cial transactions abroad, make the 
Finance Department the operator of 
the biggest foreign exchange busi- 
ness in the world—and at a time 
when money-changing is all but im- 
possible because of blocked or fro- 
zen currencies! 

Under the decentralization of 
command to the Army Air Corps, 
the technical services, the service 
commands, and the theaters, re- 
sponsibility rests with their com- 
manders for fiscal operations. The 
provision of tools, techniques, pro- 
cedures and consultative services 
for effective and uniform adminis- 
tration is the mission of the Office 
of the Fiscal Director, a staff divi- 
sion of the Army Service Forces. 

It establishes financial and ac- 
counting procedures required for 
this biggest business in the world— 
the conduct of an all-out, global, to- 
tal war. It actually administers, 
through. its installations, some of 
the most important functions of the 
War Department. In every respect, 
except the preparation of the Budget, 
the Office of the Fiscal Director 
discharges fiscal functions, most of 
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which are Army and War Depart- 
ment wide. 

As a result of the reorganization 
of the Army in March, 1942, a Fiscal 
Division was established within the 
Services of Supply (now the Army 
Service Forces) and most of the 
fiscal activities in the Office of the 
Under Secretary of War were placed 
there. Later this Division and the 
Office of the Chief of Finance were 
integrated into the Office of the 
Fiscal Director. Executive direc- 
tion was vested in the Fiscal Di- 
rector, who had associated with him 
the Chief of Finance, and three 
deputies, one of whom was Assist- 
ant Chief of Finance. 

Expansion of the army into war- 
time proportions necessitated a 
huge increase in the personnel to 
handle fiscal affairs. The Army 
Finance School increased enroll- 
ments to a maximum monthly quota 
of 200. Students were chosen from 
among qualified officers, warrant 
officers and enlisted men with book- 
keeping, accounting, or banking ex- 
perience. 

In addition, applications were in- 
vited from business executives in 
financial fields to make full use of 
their civilian experience in banking, 
insurance, investment, accounting, 
and allied subjects. Thousands of 
applications were received. Hun- 
dreds of applicants were interviewed 
and carefuly investigated before 
commissions were given. The grave 
consequence of careless selection 
was realized, for the utilization of 
civilians without previous military 
experience as commissioned officers 
on assignments involving account- 
ability for millions of dollars was a 
precedent-breaking feature in itself. 
In many cases these “civilian offi- 
cers” were stationed as representa- 
tives of the War Department at 
strategic locations throughout the 
world where their decisions could 
have a permanent impression on in- 
ternational fiscal policies, not only 
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affecting the Finance Department 
for the duration of the war but also 
influencing the trend of peace-time 
economy for years to come. In all, 
485 officers were commissioned, di- 
vided about equally from enlisted 
ranks and from civilian life. Since 
December, 1941, the Army Finance 
School and the Replacement Train- 
ing Center have graduated more 
than 18,500 men and women, both 
military and civilians. 

In 1937, Congress appropriated 
for the Military Establishment 
$388,500,000; in 1938 $417,315,000 
was voted; and ever larger amounts 
were made available in subsequent 
years until the amount for the fis- 
cal year 1944 reached $75,000,000,- 
000. However, only $42,000,000,- 
000 of this was obligated from July 
1, 1943, to June 30, 1944. Revisions 
in program and costs were made 
after the original estimates had 
been compiled and the appropriation 
passed. Adjustments to a _ con- 
stantly changing war pattern and 
the dynamic character of the war 
itself made a static program and 
estimates impossible. Savings in 
costs were effected, too, by mass 
production and improved manufac- 
turing processes, as well as through 
renegotiation of contract prices and 
terminations. 

In all, between July 1, 1940, and 
June 30, 1944, $200,000,000,000 was 
appropriated by Congress for the 
military establishment. Of this, 
$161,000,000,000 was obligated, and 
$115,000,000,000 was actually ex- 
pended. The rate of payments is 
steadily rising, as delivery is made 
in increasing quantities of equip- 
ment and supplies for which orders 
had previously been placed. In the 
fiscal year 1941 expenditures for 
goods and services actually received 
amounted to $4,000,000,000; for 
1942, $16,000,000,000 ; for 1943, $43,- 
000,000,000; and for 1944, $52,000,- 
000,000. 

At the beginning of 1938, the 
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Round the Clock with the Finance Department 


Chief of Staff pointed out that the 
American Army ranked 18th in size 
among the armies of the world. To- 
day our nearly 8,000,000 men are 
being paid approximately $1,000,- 
000,000 a month! The amount con- 
tinues to increase far beyond the 
proportionate increase in the size 
of the Army as a result of overseas 
increments and special duty pay. 
Wherever the soldier may be, except 
when actually engaged in combat, 
he is promptly paid in cash at the 
end of each month. The finance of- 
ficer goes right along with his unit, 
and even the paymaster’s is a front- 
line job in total war. This was the 
case in the Southwest Pacific where 
a finance unit was wiped out by 
enemy paratroopers. Another re- 


_ port tells of a finance officer dis- 


charging his paymaster functions in 
a jeep just one jump ahead of the 
Germans in North. Africa. 

The soldier is paid in cash but he 
does not have to take all of his pay 
in cash. He already may have al- 
lotted a portion of it. If he does not 
need the balance in full, it may be 
deposited in a Soldier Deposit ac- 
count, or transferred to his family 
back home, or used for purchases of 
war bonds. A considerable portion 
of the Army’s pay is finding its way 
into these security reserves. 

A recent development is the Sol- 
dier’s Individual Pay Record, a rela- 
tive of a similar device developed by 
General Pershing in France during 
World War I. The soldier carries 
his “Pay Book” with him at all 
times and can draw his pay even 
when he is separated from his per- 
sonnel records. 

A major job of the Office of the 
Fiscal Director is the supervision 
and direction of civilian payroll pro- 
cedures. There are over 1,000,000 
civilians in continental United 
States on the payroll of the Military 
Establishment. They are paid in 
various ways—salary, fees, wages, 
and piece-work—for varying peri- 
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ods, and with the payments sub- 
ject to all manner of deductions, in- 
cluding not only the income taxes 
of the United States, but of Canada, 
the Virgin Islands, Puerto Rico, and 
other locations where the Army 
pays civilians subject to local laws. 
Moreover, civil service employees 
are subject to retirement deduc- 
tions, and many thousands of em-' 
ployees have set up pay deductions 
for purchasing bonds. 

The task of paying for the move- 
ment of troops, for the individual 
movement of officer personnel, their 
dependents and household goods 
and for the tremendous freight 
hauls for the carrying of materiel 
and supplies is another of the De- 
partment’s major problems. This 
activity is centered in Washington. 
The movement of military person- 
nel in groups and individually and 
the transport of materiel, involve 
hundreds of thousands of bills pro- 
cessed by clerks, many of whom 
have been drawn from the ranks of 
retired railway men. In June, 1944, 
1,284,942 bills were paid totaling 
$127,569,317. At the close of the 
fiscal year, no transportation bill 
remained unpaid which had been re- 
ceived for payment than 
eleven days previously. May, 1944, 
was the peak month to date, with 
1,293,052 bills totaling $157,587,327. 

No less than 2,167,400 checks 
were used by Army finance offices, 
in June, 1944, aggregating $3,379,- 
000,000. Cash disbursements 
amounted to $198,193,300. Pay- 
ments for materiel received and 
services rendered are made at mili- 
tary missions and in combat thea- 
ters in every part of the world as 
well as all over the United States. 

Procurement payments are a 
factor in every community in the 
land. During the fiscal year ending 
June 30, 1944, expenditures for sup- 
plies and equipment for Air Forces 
were $12,000,000,000: for Ordnance 
Department $9,400,000,000; 
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Quartermaster _Corps $4,000,000,- 
000; for Corps of Engineers $3,- 
000,000,000; for Signal Corps $2,- 
400,000,000; for industrial facilities 
$1,200,000,000; and lesser but still 
large amounts for Transportation 
Corps, Chemical Warfare Service, 
and Medical Department. 


In paying for purchases abroad, 
strange, unexpected incidents com- 
plicate the finance picture. For in- 
stance, there was the Major who 
went out to buy an air strip from 
a South Sea Native chieftain 
through whose village the strip ran. 

“How much?” said he—in_ its 
Polynesian equivalent. 

“$10,000,” came the answer. 

“Too much,” said the Major, 
knowing that $10,000 was merely a 
figure of speech to the Chief. “Will 
you take this jeep, I’m riding in?” 

“No, but I’ll sell you the land for 
those things,” said the Chief, point- 
ing to two corn cob pipes in the 
Major’s pocket. 

Credit and cash are available to 
finance officers wherever they may 
be, at the time and in the amounts 
needed. With the Army scattered 
on all the continents and on islands 
of all the oceans, one of the biggest 
tasks of the Office of the Fiscal Di- 
rector is this arranging for credit 
or cash everywhere, in whatever 
currency is used for local disburse- 
ment. 

Except in countries where troops 
are paid in U. S. currency, as in 
China and certain Pacific Islands, or 
in special military currencies, which 
have to be shipped to the areas con- 
cerned, disbursing officers generally 
maintain depository accounts with 
designated foreign banks on which 
they draw checks or from which 
they obtain currency as required. 
The “funding” of such officers, in 
response to radio requests, is gen- 
erally accomplished by arranging 
with the U. S. Treasury for cable 
transfers through the New York 
Federal Reserve Bank to the de- 
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pository accounts. The Finance 
Department has thus become en- 
gaged in foreign exchange banking 
on a world-wide scale, with single 
transfers frequently amounting to 
as much as $25,000,000. 

One of the activities of the Office 
of the Fiscal Director has been ar- 
ranging transportation to the place 
of use of Allied military currency 
and certain other currencies printed 
in this country for use in foreign 
theaters. This responsibility has 
involved the special assignment of 
a finance officer to handle orders and 
deliveries of currency and coins 
from the Bureau of Printing and 
Engraving, from private bank note 
companies, and from the mints, and 
to personally supervise the loading 
of these currencies and coins at 
ports of embarkation or airfields. 

A steadily increasing activity is 
that connected with mustering-out 
pay. Congress has provided for 
payment to demobilized soldiers of 
sums varying according to length 
and locality of service ranging from 
$100 to $300. To June 30, 194, 
$130,725,000 had been paid to dis- 
charged soldiers. The cost of this 
phase of demobilization can be fig- 
ured on the basis that most of our 
Army personnel will be entitled to 
the maximum of $300, due those 
who have been more than 60 days 
in service and have served abroad. 

On the tragic side of the financial 
picture are the casualty and gratu- 
ity payments to relatives of those 
who will not return from the battle- 
fields. These are handled by the 
Office of Special Settlement Ac- 
counts, an activity of the Office of 
the Fiscal Director. 

The tremendous job of procuring 
war goods in excess of $50,000,000,- 
000 a year put a strain upon the 
working capital resources of indus- 
try which could not be met without 
supplementary governmental aid 
being given to the credit facilities 
of the country. No competent war 
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production contractor, whether 
prime, subcontractor, or sub-sub- 
contractor in the lower tiers, could 
fail to complete his contracts be- 
cause of lack of working capital. 
Such financing has been provided in 
three ways. Local bank loans have 
been encouraged by the Assignment 
of Claims Act of October 9, 1940, 
which liberalized previous statutes 
blocking the use of Government 
contracts as security for private 
loans. Prime contractors have been 
aided by direct advance payments 
from the government. Swbcontrac- 
tors and concerns holding contracts 
with several branches of the Army 
or with Army and Navy have ob- 
tained working capital from local 
banks by a system of guaranteed 
“V” loans under which the local 
bank makes a loan which is guaran- 
teed by the War Department or 
through one of the Federal Reserve 
Banks. 


The amounts required have been 
stupendous. The War Department, 
in fact, operates the largest loan 
system in the world. As of June 30, 
1944, advances on prime contracts 
had been made totaling $5,760,000,- 
000, and $1,600,000,000 of these ad- 


vances were outstanding. 


New in Army Finance is a plan 
worked out in conjunction with 
established banks and the Treasury 
to place banking facilities in mili- 
tary installations including Army 
hospitals, and even in large indus- 
trial plants and war housing devel- 
opments. The savings in time and 
energy for busy personnel made 
possible by these facilities are in- 
calculable. An example the 
branch bank in the Pentagon build- 
ing in Washington, which serves 
some 30,000 persons. It not only 
cashes pay checks but affords many 
other banking services. If regular 
Washington or Virginia banks were 
used by each employee in the Pen- 
tagon, at least two hours each a 
month would be required and some 
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60,000 man hours, 7,500 work days, 
or the equivalent of more than 300 
full-time employees per month, 
would be the sizable chunk of man- 
power lost. Statistics for 211 facili- 
ties reporting for the month of May 
show 1,737,111 checks cashed for 
$239,248,600. Cash was provided 
for finance officers amounting to 
$52,764,800. Travellers and cashiers 
checks sold totaled 118,173 and 
amounted to $13,587,150. In all, 
251 such banking branches had been 
established up to June 30, 1944. 


While the financial administra- 
tion of $52,000,000,000 of expendi- 
tures and related financial activities, 
is the most spectacular part of the 
work of the Office of the Fiscal Di- 
rector and Finance Department, the 
work which most intimately touches 
the soldier and the nation is the ad- 
ministration of the Servicemen’s 
Dependents Allowance Act. This 
is the law which provides for “fam- 
ily allowances,” partly contributed 
by the soldier from his pay and the 
balance paid by the Government. 
While the amount received by the 
family may vary with the size of the 
family group and its need, the por- 
tion paid by the soldier is the same 
for every enlisted man, either $22 
or $27, depending upon whether he 
has one or two sets of dependents. 
The 100,000,000th check was paid 
on September 1, 1944, and the Office 
of Dependency Benefits in Newark, 
New Jersey, an activity of the Of- 
fice of the Fiscal Director, is very 
proud of the fact that each one of 
the 7,000,000 checks sent out each 
month is mailed promptly on the 
first day of the month, regardless 
of manpower problems. 

Human interest stories arising 
from the operation of the Service- 
men’s Dependents Allowance Act 
are many. Some are filled with 
pathos, some with humor, and some 
with fraud. To each situation, the 
Office of Dependency Benefits gives 
appropriate attention, through its 
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field investigation personnel—of- 
ficers who go from place to place 
solving problems and investigating 
claims. 

In addition to deductions for 
family allowances, and “voluntary” 
pay deductions, allotments are also 
made for the purchase of govern- 
ment insurance. While the insur- 
ance itself is carried by the Veterans’ 
Bureau, the allotment records are 
maintained by the Office of the Fis- 
cal Director in the Government In- 
surance Allotment Division of the 
Office of Special Settlement Ac- 
counts. This insurance is a volun- 
tary choice by the soldier, and the 
amount taken may range by mul- 
tiples of $500 from $1,000 to $10,000. 
There are now approximately 10,- 
000,000 policies in effect, some sol- 
diers having more than one. The 
monthly amount so set aside from 
soldier’s pay is more than $52,000,000 
which represents premiums on in- 
surance in effect totaling nearly 
$70,000,000,000. This is a life in- 
surance business bigger than that 
of all commercial life insurance 
companies combined! 


Military personnel may purchase 
war bonds either through allotments 
or in cash. Purchases are made 
from the disbursing officer of the 
soldier’s unit; but in the case of 
tactical units or personnel overseas, 
the actual issuing of the bond is 
done by the Army War Bond Of- 
fice at Chicago, also an activity of 
the Office of the Fiscal Director. 

A bond purchase program for 
civilians, also based on pay deduc- 
tions is administered by the Office 
of the Fiscal Director; and since 
January, 1943, aproximately 16,000,- 
000 have been issued, and more than 
$400,000,000 received. These are 
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handled through 327 bond issuing 
officers. War Department military 
and civilian personnel have pur- 
chased since May, 1942, $1,422,000,- 
000 war bonds. 

In anticipation of V-day the Of- 
fice of the Fiscal Director, together 
with other Army Service Forces 
components, is preparing for in- 
creased duties and anticipating little 
contraction in operations until the 
last military activity abroad. Fewer 
dollars may be spent, but the or- 
ganization for paying soldiers, ci- 
vilians, and dependents, for meeting 
the bills of industry and carriers; 
for recording financial transactions; 
and for exercising fiscal controls 
will have to be maintained. Con- 
tract termination accounting will 
add to the work. Pay-roll adjust- 
ments and delayed or incomplete 
presentation of bills will result in 
arrears of financial transactions that 
may continue long after the war and 
the items for which payment is be- 
ing made have passed into oblivion. 

Peace will not, therefore, end the 
activities of the Office of the Fiscal 
Director and the Finance Depart- 
ment. Tapering off will probably 
be slow. Reconciliation and audit- 
ing of the many detailed activities 


will require both time and person- . 


nel. Contract termination account- 
ing and auditing will assume mas- 
sive proportions. The accelerating 
and pyramiding of demobilization 
items, such as mustering-out pay, 
will cause a shift of emphasis but 
will delay reduction in disbursing 
offices. Payments for late deliver- 
ies or for arrears, and especially for 
the enormous cost of transportation 
incidental to demobilization, will 
keep the finance offices busy long af- 
ter the last gun is fired, and V-day 
is history. 
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Saving Time in Conference Discussion 


By JouN MANTLE Crapp, M.A. 


HAT can be done to lessen the 
time consumed in necessary but 
long-drawn-out conferences and 
committee meetings? The indig- 
nant protest of one of my account- 
ant friends the other night still rings 
in my ears: “We've been going 
round and round the same point in 
a client’s office for six hours today, 
and we go at it again tomorrow. It 
is not a complicated matter but they 
can’t keep on the beam. Why do 
people lose all sense of time when 
they enter a conference?” 
Strangely enough, the difficulty 
grows out of the very feature of 
such meetings that ought to expe- 
dite business, their informality. To 
make sure of getting maximum light 
on the subject in hand the discus- 
sion is kept informal, conversa- 
tional. Unfortunately, that tends 
to make people forget that what 
they are engaged in is not conversa- 
tion but professional consultation, 
in which everyone is expected to 
give others the benefit of his views 
but no one is to hold up progress. 


JoHN MAntTLE Crapp, M. A., 
author of Saving Time in Confer- 
ence Discussion is special con- 
sultant in Writing and Speech. 
He was formerly Professor of 
English at Illinois College, Indiana 
University, Lake Forest College 
and at summer sessions of the 
University of Chicago, University 
of Illinois and Pennsylvania State 
College. Until 1941, he served as 
Lecturer in the New York Uni- 
versity School of Retailing and 
was Editor for the Ronald Press 
Company from 1917-1932. He is 
the author of: “How to Write”, 
“How to Talk”, “Doing Business 
by Letter”, “Personal Letters in 
Business”. 
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Insensibly the conversational form 
leads all concerned to slip into the 
conversational attitude of mind, for 
which getting on with the main 
point may yield at any moment to 
curiosity about.a minor detail. In 
conversation there is no line of 
march, no traffic control. The par- 
ticipants take all the time they 
please, like United States Senators. 
Some one chances to voice a query 
on a minor point, some one else 
picks it up to correct him, and be- 
fore long the whole group is off the 
course. Then it is only too easy 
for responsible men to go off at a 
tangent, to quibble about trifles, 
perhaps to fight old battles over 
again—and spend six hours on a 
point that they could dispose of in 
fifteen minutes. 

The problem is, how to obtain 
the full expression of opinion which 
the unrestricted conversational 
form induces, yet keep down the 
cost in time and friction. Well- 
meant resolves not to talk too 
much do not stand up against the 
impulse to break in and support 
your view on this or that point. In 
my friend’s six-hour tussle no one, 
I imagine, was wholly free from re- 
sponsibility for the delay. Is there 
any device by which the individual 
can control his own impulses, guard 
against feeding the flames when dis- 
cussion warms up, and thus help the 
group as a whole to keep on the 
beam? 

While there is no cure-all, there 
is one simple rule that will help. 
When a remark or comment occurs 
to you in a discussion take a mo- 
ment, before speaking, to plan it. 
View it as a little speech. Do not 
permit yourself to do the explora- 
tion work on an idea out loud. No 
matter how strong the impulse to 
say something immediately, pause 
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and review the remark you have in 
mind before opening your mouth. 
Most of the time, unfortunately, we 
fail to do this and as a result we talk 
longer than we realize. What is 
more serious, we say things which 
we do not quite mean to say, which 
makes other people interrupt and 
thus delay the proceeding. Look- 
ing ahead before each remark ena- 
bles you to express yourself more 
clearly, to eliminate asides and ir- 
relevancies, the scaffolding material 
that accompanies the first awkward 
formulation of one’s thought. You 
will save time, not only on your part 
but on that of the other people, for 
it is usually this scaffolding material, 
not essential to your point, which 
stirs questioning and controversy. 


To repeat, make yourself remem- 
ber that conference discussion is not 
mere conversation: “Stop, Look 
and Listen.” Develop the habit of 
treating your remarks, even brief 
interruptions or questions, as little 
speeches, and give them a definite 
pattern. 


There is one class of persons who 
most certainly have developed this 
habit, the secretaries or directors of 
Trade Associations. They are con- 
stantly taking part in conferences. 
They must be ready at a moment’s 
notice to give an opinion or smooth 
out a tangled situation. They ac- 
quire, accordingly, almost an auto- 
matic control of even their shortest 
impromptu remarks, making sure 
that what they say is pertinent, 
never allowing themselves to just 
“think aloud.” At the meetings of 
their own professional body, the 
American Trade Association Execu- 
tives, business is dispatched with 
amazing speed and smoothness be- 
cause of freedom from the inadvert- 
ent crossing of wires that causes 
most of the friction and delay in 
group discussion. 

Now and then, for instance in 
“speeches from the floor” at a well 
managed public meeting, other men 
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display a similar control of im- 
promptu talk. 

This fact was first brought home 
to me at a meeting that I attended 
some years ago in Stratford, Eng- 
land, in connection with the annual 
Shakespeare Festival. The occa- 
sion was a discussion of the teach- 
ing of English in which about a hun- 
dred “delegates” took part, from all 
over the British Empire, the Conti- 
nent of Europe, and the United 
States. Professors from Cambridge 
and the University of London, 
teachers in the London Grammar 
Schools, others from the large Pub- 
lic Schools such as Rugby—what 
we should call academies—and still 
others from small elementary 
schools in Britain and elsewhere sat 
side by side in a most informal 
gathering not unlike a large eom- 
mittee meeting. ‘After a short open- 
ing statement by the chairman, who 
later on closed the meeting with an 
admirable ten-minute summing-up, 
there were a number of addresses, 
all of them simple and direct in 
form, no written “papers,” and aver- 
aging, as I recall, ten or twelve 
minutes in length. What struck my 
attention, however, was the im- 
promptu speeches from the floor, 
brief comments upon the longer 
talks, averaging perhaps two min- 
utes in length, three hundred words 
or so. It was evident that the 
speakers were not seeking to dis- 
play their knowledge or to quibble 
over trifles but to cooperate in the 
solution of the common problem— 
which is precisely the purpose con- 
fronting the members of a confer- 
ence group. 

What especialy impressed me, I 
recall very clearly, was that these 
little impromptus were good 
speeches. They were not fragmen- 
tary, hesitating, exploratory; they 
were clearly organized _ state- 
ments. This despite the fact that 
the speakers were of my own tribe, 
teachers of English, than whom, I 
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Saving Time in Conference Discussion 


fear no class is more prone to long- 
winded and halting talk. Their deep 
interest in the occasion, however, 
enabled them to control any tendency 
to lecture and instead to present, in 
blocks of a half-dozen sentences, 
ideas that contributed to the dis- 
cussion. 

This meeting at Stratford was 
brought vividly to mind at the 
meeting of the New York State So- 
ciety of Certified Public Account- 
ants on January 16 last, the panel 
discussion on Wage and Salary 
Stabilization. Except that on this 
occasion four persons were desig- 
nated as leaders, members of the 
“panel,” the set-up was much like 
that of the meeting years before in 


England. There was the brief open- ~ 


ing speech by the chairman, who 
also gave a brief summary at the 
close. There were addresses on four 
subdivisions of the topic, these also 
rather brief, presented by members 
of the panel. And there were many 
speeches from the floor. 

It was a good meeting. During 
the three hours the four subtopics 
were presented clearly by the panel 
members and commented on from 
the floor. But just as at the Strat- 
ford meeting, it was the impromptu 
speeches from the floor that caught 
my attention. As at Stratford, they 
were brief, averaging scarcely two 
minutes or so, blocks of a_ half- 
dozen sentences, two hundred to 
three hundred words in all. Yet, 
like those of the Stratford meeting, 
while they varied in quality and per- 
tinence, they were none of them 
rambling or fragmentary but real 
contributions to the discussion. 
Each of them made a definite point ; 
each was an organized speech, with 
introduction, development and con- 
clusion. Here are the patterns of a 
few of them, as revealed by the 
stenotype record of the meeting— 

Mr. A. (A speech of 110 words, three 
sentences) 

—You should ask the client: “What are 

you doing about wage stabilization?” 
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—The client needs guidance; he wants 
to do the right thing. 

—A survey ot wage stabilization is a 
most important matter, and betore 
you prepare a return you should go 
into it fully with the client. 

Mr. B (A speech of 120 words, five 
sentences) 

—We found that clients were puzzled. 

—We studied their situations and went 
to the War Labor Board. 

—In 95 per cent of the cases satisfactory 
results were obtained. 

Mr. C. (A speech of 300 words, eight 
sentences) 

—The procedure of the War Labor 
Board is different from that of the 
Treasury. 

—lIn the past the Treasury has been the 
more liberal. 

—Now the Treasury is becoming more 
strict. 

Mr. D. ( A speech of 180 words, four 
sentence) 

—The situation regarding internal con- 
trol is very important. 

—lIf the internal control is good the ac- 
countant can usually rest satisfied. 
—If good internal control docs not 
exist, the accountant needs to have an 

investigation. 

—Good internal control is in fact neces- 
sary. 


Now these little speeches cannot 
have been planned in advance; 
they grew out of the course of the 
discussion; they were evidently 
planned then and there. That is 
the significant fact in connection 
with our problem. Each of these 
speakers from the floor took time, 
before rising, to think through what 
he wished to say. As a result, his 
impromptu remarks fitted into the 
course of the discussion; they did 
not go off at a tangent; did not 
quibble; did not inadvertently re- 
open an issue already considered. 


If remarks such as these can be 
given point and clear organization 
on the spur of the moment at a So- 
ciety meeting, why not in a confer- 
ence? “Speeches” consisting of a 
half-dozen sentences, two hundred- 
odd words, are not too long for con- 
ference talking. Only too often un- 
der present conditions a man’s con- 
ference remarks run much longer 
than that. And a two-minute re- 
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mark, two hundred words in length, 
is the equivalent of four night-letter 
telegrams. You will be surprised 
at how much can be said, concisely 
yet without curtness, in a passage 
of this length. You will be omitting 
the scaffolding—the digressions, 
asides, repetitions that make so 
large a part of most conversational 
talk. The backbone, the essential 
material, will staid out clearly. 
Experimenting with trim little 
“speeches” such as these in your 
own conference talk may be well 
worth while. It will help to control 
your own impulses to ramble and it 
will tend to lead the other men in 
the group to reply in kind. 
Planning each remark, moreover, 
is likely to eliminate the “filler” 
words and phrases which clutter up 
our ordinary conversation. Oddly 
enough, a most pertinent example 
of filler words and how they weaken 
the effect of one’s remarks came to 
my attention in a London hotel, the 
morning of the day I went down to 
Stratford. The house was full of 
young graduate students from all 
over the world. A nice young Amer- 
ican came down to breakfast and 
said to the waiter: “Haven’t seen a 
copy of the paper round here any- 
where this morning, have you?” A 
few minutes later an English lad 
came down and said to the waiter: 
“Bring me the paper, please.” 


The speeches from the floor at the 
State Society meeting were compar- 
atively free from filler words. Ac- 
countants, of course, are always 
careful about words; that is a re- 
sult of their drill in report-writing. 
I suspect, however, that a steno- 
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graphic record of an ordinary con- 
ference would reveal a good many 
pockets of filler words and phrases, 
not all of them in the remarks of 
clients. The process of exploring a 
thought aloud, translating it from 
the misty verbal precipitation in 
which it first appears to one’s mind, 
is accompanied by a large propor- 
tion of filler words. Pausing before 
each remark to run through it men- 
tally results in dropping away this 
element of the scaffolding, along 
with the asides and irrelevant ideas. 


Very possibly the accountant will 
have to take the lead in quickening 
and lightening the conference dis- 
cussions in which he engages. As 
suggested, however, his 
clients are likely to follow his lead. 
In a discussion, as in a tennis game, 
the party of the second part instinct- 
ively adapts his pace to that of the 
party of the first part. If it is true 
that it takes two to make a quarrel 
it is equally true that it takes only 
one to avoid a collision. If the ac- 
countant himself can remember to 
keep on the beam in his conference 
talk, there is a good chance of keep- 
ing the conference on the beam. 


There is no magic formula by 
which to remove all hindrances from 
the process of exchanging ideas with 
other people. Planning your re- 
marks one by one, however, and 


rigorously pruning out the filler: 


words from your impromptu sen- 
tences, will help your client also to 
remember that conference discus- 
sion is not mere conversation but 
a pooling of ideas, by busy men 
who have work to do. 
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STATE SOCIETY ACTIVITIES | 


Calendar of Events 


April 16—Monday—Regular meet- 
ing of the Board of Directors. 


April 16—Monday—Regular meet- 
ing of the Society. Location: 
Waldorf-Astoria Hotel, Lexing- 
ton Avenue and 49th Street, New 
York. Subject: Problems and Pro- 
cedures Especially Applicable to 
the Smaller Business—Particularly 
Those Utilizing Credit Grantors. 


May 14—Monday—Regular meet- 
ing of the Board of Directors. 


May 14—Monday—Annual meeting 
of the Society. Location: Wal- 
dorf-Astoria Hotel, Lexington 
Avenue and 49 Street, New York. 
Subject: To be announced. 


Membership in the Society 


For a number of years the So- 
ciety’s membership has grown 
steadily. The Membership Commit- 
tee believes that this growth will 
continue. The Society does not con- 
duct any organized drives for mem- 
bership, but does extend an invita- 
tion to those who have passed their 
C. P. A. examinations or who have 
received their C. P. A. certificate 
to become members. 

The Committee suggests that each 
member check through the roster of 


members of the Society contained in 
the 1944 Year Book which has just 
been issued, to see if the name of a 
partner, associate, employee or 
friend is missing and, if so, to make 
every effort to secure his application 
for membership into the Society 


Jacob A. Falk 


Jacob A. Falk, who has been a 
member of the Society since April 
12, 1929 passed away in January, 
1945. 


Marcel Maurice Freeman 


Marcel Maurice Freeman, who 
has been a member of the Society 
since January 8, 1941, passed away 
in October, 1944. 

The Society has suffered a great 
loss in the passing of these valued 
and esteemed members. 


Correction 

Through an inadvertence, the 
March 1945 issue of the New York 
Certified Public Accountant listed 
Archibald U. Braunfeld of 18 East 
41st Street, New York City as a 
member of Geller and Braunfeld. 
Mr. Braunfeld is conducting his own 
practice at the above address, hav- 
ing severed his affiliation with Gel- 
ler and Braunfeld a year ago. 
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Candidates Who Passed November 1944 
C.P.A. Examination 


Ain, David 


Barondess, Felix 
Becker, Philip Anthony 
Bergman, Harry 
Berlant, Harold 
Bernes, Legnard M. 
Bressler, Alexander 


Carlson, John E. 
Clarke, Norman Austin 
Coe, Churchill R. 
Cohen, Sylvia 


Danies, Irving 
Duncan, George Henry 


Fleckman, Harold 
Forgosh, Elliott H. 
Frank, Charles 
Frank, William 
Freedman, William 
Friedman, Julius 


Gluckman, Joseph J. 
Goldfarb, Norman J. 
Goldin, Benjamin Jack 
Goldman, Irvin A. 
Goldman, Samuel M. 
Goldsmith, Harold M. 
Gottlieb, Irving 
Green, Herbert J. 
Greenberg, Adolph J. 
Greenberg, Jack 
Greenspan, Samuel G. 
Greenstein, Evelyn 
Grey, Alfred 

Griffin, Joseph E. 
Gross, Alfred 

Gross, Jack 
Guncheon, Mary A. 


Hastings, John 
Heary, James W. 


Hershkowitz, Morris, Jr. 


Kames, Harry H. 
Kapelsohn, Janet A. 
Kaplan, Solomon A. 
Karlitz, Irving 
Kelemen, William J. 
Kirsch, Arnold 


Klausner, Samuel Sidney 


Klein, Elias 

Knecht, Robert A. 
Knight, Murray M. 
Kravitz, Philip B. 
Kurman, Murray 
Landsberg, S. William 
Lavin, Martin 
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41-24 29th Street, Long Island City, N. Y. 


1350-54th Street, Brooklyn, N. Y. 

812 Elm Street, Buffalo 8, N. Y. 

1410 Parkchester Road, Bronx 62, N. Y. 

233 Stagg Walk, Brooklyn, N. Y. 

302 East 77th Street, New York, N. Y. 
760-67th Street, Brooklyn 20, N. Y 
823-58th Street, Brooklyn, N. Y. 

259 Reed Avenue, Syracuse, New York 
1111-85th Street, Niagara Falls, N. Y. 

473 East 54th Street, Brooklyn 3, New York 


2345 Walton Avenue, New York, 53, N. Y. 
Highland Mills, New York 


75-40 Austin Street, Forest Hills, N. Y. 


Springfield Ord. District —_ 3, Mass. 


40 Jackson Street, New York, 

1730 East 18th Street, Brookiyn 29, N.. ¥. 
1475 Grand Concourse, Bronx, N. 

2137 East 22nd Street, Brooklyn, N. Y. 


132 Dover Street, Brooklyn 29, N. Y. 

671 West 193rd Street, New York, 33, N. Y. 
3437 Seymour Avenue, New York, 67, N. Y. 
125 East 19th Street, Brooklyn, N. Y. 

101 West 80th Street, New York, N. Y. 
1544 President Street, Brooklyn, 13, N. Y. 
1000 E. 179th Street, New York, N. Y. 

351 Main Street, Paterson, New Jersey 

447 Arbuckle Ave., Cedarhurst, N. Y. 

501 Avenue R, Brooklyn, N. Y. 

105 Pinehurst Avenue, New York, N. Y. 
1616 Quentin - Brooklyn, N. Y. 

243 Gollatin, N. , Washington, BG. 

42 Stephens Ct., 

217% Seventh Street, New York, N. Y. 

146 Fenimore St., Brooklyn, N. Y. 

55 Liberty St., Room 2508, New York, N. Y. 


Clinton Heights, Rensselaer, N. Y. 
424-10th Street, Niagara Falls, N. Y. 
227 Haven Avenue, New York, N. Y. 


10 Ocean Parkway, Brooklyn, N. Y. 

342 Hendrix Street, Brooklyn 7, N. Y. 
3204 Holland Avenue, New York, 67, N. Y. 
1735 Davidson Avenue, New York, N. Y. 
18 Ranson Street, Stamford, Conn. 

299 Clinton Avenue, Newark, 8, New Jersey 
961 Eastern Parkway, Brooklyn, 13, N. Y. 
1161 Shakespeare Avenue, Bronx, 52, N. Y. 
33-38—71st St., Jackson Heights, N. Y. 
2185 Valentine Avenue, New York, N. Y. 
330 Ocean Parkway, Brooklyn, 18, N. Y. 


Hotel Paris, West End Ave., at 97th St., N. Y., 25, N. Y. 


750 Empire Ave., Far Rockaway, N. Y. 
2020 Avenue O, Brooklyn, New York 
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Lebish, Louis C. 
Lehrer, Sidney 
Lehrman, William 
Leibowitz, Sylvia R. 
Leinwand, Harold 
Lerer, Robert S. 
Levine, Morris 
Liebowitz, William 
Linderman, Morris 
Lishnoff, Seymour 
Lynn, Bernard B. 


Mann, Everett J. 
McMahon, F. Roy 
Mersel, Sidney 
Murray, John T. 
Mutter, Maxwell 


Newhouse, Bertha S. 
Nichter, Murray 
Nisius, Theodore Wm. 


O'Connor, Edward S. 
O'Donnell, James J. 
Oliva, Santo J. 


Pearce, Frank J. 
Pearl, Morris 
Petrick, Harry Julius 
Pfister, Robert K. 
Pruzansky, Milton H. 


Reinhardt, Evert 
Rikert, Carroll, Jr. 
Rivise, Irving 
Robbins, Bernard R. 
Robins, Aaron 
Robinson, Charles E. . 
Robinson, Frank 
Robinson, Harold P. 
Rose, Rowland G. 
Rosen, Meyer 
Rosenblitt, Milton 
Rosner, Harry 

Roth, Meyer Abraham 


Schmelzer, Eugene J. 
Schmitt, Daniel K. R. 
Schnabel, Ernest 
Schonberger, Bedrich F. 
Schueller, Herbert H. 
Schwartz, Louis M. 
Sesarsky, Samuel 
Shander, Joseph 

Shinn, Harold John 
Shipman, John J. 
Siegel, Harry 

Silver, Herbert David 
Silverman, Philip 
Singer, Abraham 
Sothern, Jackson Leroy 
Stack, Charles S 
Steiger, Ernest, 3rd 


Strauss, Morris Kenneth 


Suraci, Anthony 


VanScoy, Charles R., Jr. 
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250 West 99th Street, New York, N. Y. 
1065 Woodcrest Avenue, New York, N. Y. 

2116 Ditmas Ave., Brooklyn, New York 

1930 Harrison Ave., Bronx, 53, N. Y. 

1329 S.U. Command Hq. Det. 1, H.R.P.E., Newport N., Va. 
473 West End Avenue, New York, N. Y 

310 East 12th Street, New York, N. Y. 

1110 Carroll Place, Bronx, N. Y. 

67 Hanson Place, New York, N. Y. 

1388 East 37th Street, Brooklyn, 10, N. Y. 

141-34 79th Avenue, Flushing, N. Y. 


29 Suburba Avenue, Rochester, 12, N. Y. 
107-18 92nd St., Ozone Park, L. I, N. Y. 
1500 Grand Concourse, New York, N. Y. 
350 East 54th Street, New York, N. Y. 

23 Brighton 4 Terrace, Brooklyn, New York 


144 East 24th Street, New York, 10, N. Y. 
1688 Carroll Street, Brooklyn, N. ¥. 
81-10 Margaret Place, Glendale, 27, N. Y. 


779 Riverside Drive, New York, N. Y. 
39-52 56th Street, Woodside, L. I., N. Y. 
3030 Valentine Avenue, New York, N. Y. 


4709 159th Street, Flushing, L. I., N. Y. 
23 East 8th Street, New York, N. Y. 
47-05 48th Street, Woodside, N. Y. 
3802 Glenwood, Rd., Brooklyn, N. Y. 
1320 Croes Ave., New York, N. Y. 


25 South Drive, Plandome, New York 

357 Lincoln Ave., Orange, New Jersey 

111-55 77th Avenue, Forest Hills, L. I., N. Y. 
Benjamin Franklin Apts., White Plains, N. Y. 
31 W. Mosholu Parkway, Bronx, N. Y. 

3205 Baywater Court, Far Rockaway, N. Y. 
Detroit Ord. Dist., 936 Nat. Bank Blvd., Detroit, 32, Mich. 
4395 Broadway, New York, N. Y. 

509 So. Clinton Street, E. Orange, N. J. 

770 Garden Street, New York 60, N. Y. ‘ 
601 Warwick Street, Brooklyn 7, N. Y. 

752 West End Avenue, New York, N. Y. 

1314 Seneca Avenue, New York, 59, N. Y. 


156 East 54th Street, Brooklyn, N. Y. 

8530 106th Street, Richmond Hill, N. Y. 

360 Central Park West, New York, N. Y. 

148 West 76th Street, New York, 23, N. Y. 

10 Orchard Place, New Rochelle, N. Y. 

557 Timpson Place, Bronx 55, New York 

275 East 94th Street, Brooklyn, N. Y. 

1551 Carroll Street, Brooklyn 13, N. Y. 
9712-133rd Avenue, Ozone Park, 16, L. L., N. Y. 
3264 Decatur Avenue, Bronx, N. Y. 

240 Mt. Hope Place, New York, N. Y. 

2387 Ocean Avenue, Brooklyn, New York 

984 Findlay Ave., Bronx, N. Y. 

1607 East 172nd Street, New York, N. Y. 

78 Elton Rd., Stewart Manor, L. I., N. Y. 
Springfield Ord. Dist., 95 State Springfield, Mass. 
1555 Unionport Rd., New York, 6 we 

434 East 22nd Street, Brooklyn, N Y. 

47-34 39th Place, Long Island City, N. Y. 


319 Wellesley Rd., Syracuse, N. Y. 
189 


: 
ar 
a 
q 


The New York Certified Public Accountant 


Weinstein, Morris 
Weissbarth, Arthur 
Weitz, Charles 
Whiting, William W. 
Wilkie, William James 
Wolf, Hugo 


Yackowitz, Max B. 
Yader, Jack William 


2225-64th Street, Brooklyn, New York 

19 Rector Street, New York, 6, N. Y. 
2157 Holland Avenue, New York, N. Y. 
337 East 28th Street, Brooklyn, New York 
89 Hicks Street, Brooklyn, N.Y. 

42-42 Ithaca Street, Elmhurst, L. I., N. Y. 


240 East 92nd Street, Brooklyn, N. Y. 
424 Albany Avenue, Brooklyn, 13, N. Y. 
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THROUGH OUR PORTALS . . 
PASS AMERICA’S FINEST MACHINES 


Only Al craftsmen can give you 1A machines. It 
is entirely natural then, that only perfectly rebuilt 
machines should go forth from Addressing Machine 
& Equipment Company to win the well-merited 
praise of our customers. Wartime restrictions and 
shortages notwithstanding, there has been no de- 
parture from our deep-rooted standards of quality 


workmanship; our factory trained staff gf mechanics ADDRESSING MACHINE 
temains as complete and highly skilled as ever. & EQUIPMENT CO. 


You will find in our showrooms, office machines of 
almost every make and model . . . far delivery 


30 days after receipt of your order. Office machines 326 BROADWAY 
can now be bought, either rebuilt or reconditioned, NEW YORK 7, N. Y. 
08 without Government priority or approval. WOrth 2-5337 
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Telegraph, telephone, 


teletype and fast mail pour a steady 
stream of current legal information 
into the editorial offices of Com- 
merce Clearing House. Full texts of 
legislation proposed or enacted, de- 
cisions of the administrative author- 
ities and of the courts, opinions of 
attorney generals, rulings and regu- 
lations, reports of important bills on 
their way toward becoming law— 
all go to swell the stream into a 
veritable flood. 


Expedition combines with care as 
the raw materials are separated from 
each other, assayed and routed to 
their proper destinations: the edi- 
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torial departments having jurisdic- 
tion over them. Here they are 
analyzed—literally taken to pieces 
and evaluated. Combined in new 
patterns, they reappear as data for 
new Reports pages, as CCH “dis- 
patches,” as special bulletins—in a 
word, as answers to hosts of questions 
that will soon be propounded by 
hosts of persons as yet unaware of 
new developments affecting them. 


Proofread by meticulous eyes, 
the “copy” is rushed to the 
presses. Quickly the rolling rhythm 
of the pressroom picks up the beat, 
while bindery and compiling rooms 
swing into action and the runs 
approach completion. 
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